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[T5T.IT. 21/1/2004-TT^T.^.] 
cifcrtfl $Hl< ‘Jp^fT, fallen (fsrafl''^;) 

MINISTRY OF FINANCE 
(Department of Revenue) 

NOTIFICATION 
New Delhi, the 24th June, 2005 

S.0. 884(E).— The Government of India has taken a decision to provide 

compensation to the States/tJTs, in r'ocp 

of any loss of revenue, on account of introduction of State Level Wue Added Tax (VAT). The compensation shall be paid 
@ 100%, 75% and 50% of the revenue loss, during 2005-2006, 2006-2007 and 2007-2008 respectively. The necessary 
instructions on this subject, containing the formula and the modalities for payment of compensation to the States were 
issued to the States, vide letter F. No. 21/1/2004-ST (Pt-II) dated 3rdFebruaiy, 2005, of the Department of Revenue. ’ 

2. In order to ensure that the payment of compensation is made to the States in an accurate and timely manner and 
that all issues connected therewith are resolved expeditiously and in an appropriate maimer, it has been decided to 

constitute a Committee at the Central level, with the following Members: 

/ni Cnnvntnmi ^TT 7 .». JIj__ 

uuiau ui J_,AptiiUiiUifc — 

fW\ A Hi/iCAr tr\ tliA A 

V^/ - A AAA.IAAAWW ITJJUUOiVA — 

(c) Chairman, CBEC — 

(d) Member-Secy., Empowered Committee — 

(e) Representative of C & AG — 

(f) Accountant General of a State — 

(g) Additional Secretary (Revenue) — 

(h) Director (ST), Deptt. of Revenue — 

3 The Corrunittee can co-opt additional members, if required. 

4. The terms of Reference of the Committee shall be as follows : 

(a) To determine the methodology for calculation of revenue losses and the amount of compensation, on account 
of introduction of VAT, in accordance with the principles cited in letter F. No. 21/1/2004-ST (Pt-II) dated 3rd 
February, 2005, sent to the States/UTs. 

(b) To oversee the assessment of revenue losses and compensation amount being made at the State level; 

(c) To deliberate upon and advise the government on all the issues connected with payment of compensation to 
States/UTs, on account of introduction of VAT. 

5 The Committee shall function up to 31st March, 2008, i. e., the period up to which compensation is payable to States/ 
UTs, on account of introduction of VAT 
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[F. No. 21/1/2004-ST] 
L. K. GUPTA, Director (ST) 
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